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Beginning July 1, 1987 the prospective payment will be made as a rate per
inpatient day for the operating component and a gquarterly lump-sum
payment for the pass-through, disproportionate share, and indirect
education adjustment.

Beginning January 1, 1988 the prospective payment will be made as a rate
per inpatient day for the operating component and a monthly lump-sum
payment for the pass-through, disproportionate share, and indirect
education adjustment.

Beginning July 1, 1989, except for inpatient hospital days involving
approved organ transplants, the first twenty (20) days per fiscal year
will be reimbursed at 100 percent of the operating component plus 100
percent of the capital, direct and indirect education, and Medicaid
disproportionate share adjustment (MDSA) components. For medically
necessary days in excess of twenty (20) per fiscal year, reimbursement
will be made at 60 percent of the operating component plus 100 percent of
the capital, direct and indirect education, and MDSA components.
Approved inpatient days involving organ transplants will be reimbursed at
100 percent of the operating component plus 100 percent of the capital,
direct and indirect education, and MDSA components. Admission and stays
involving organ transplants that span fiscal years will be reimbursed as
if the entire stay had occurred during the first fiscal year.

Adjustments to Base Period Costs - It may be necessary to adjust base
year cost reports to make the base period costs comparable to inpatient
costs incurred in the prospective period, such as costs to be incurred by
hospitals required to enter the Social Security system beginning January
1, 1984. Therefore, hospitals submitting form HCFA-1008 to their
Medicare intermediary should send a copy of this form to the Comptroller
of the Treasury. For hospitals which do not submit form HCFA-1008,
appropriate adjustments will be made based on the best available
information.

Pass Through Component

(1) Each facility’s initial prospective rate will be based on a base year
cost report and will include a pass-through component consisting of
the portion of capital costs and medical education costs, which is
attributable to patients determined eligible for Medicaid by the
State of Tennessee. The pass through component may vary from year to
year depending on each facility’s actual capital costs and medical
education costs and will not be computed until the facility’s cost
report is received. Effective July 1, 1992, The Services Tax will be
an allowable cost included in the pass through component.
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